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Medicare Will Help Pay
For Mammograms

The Balanced Budget Act of 199
expanded the Medicare coverage [o
screening mammograms from once evq

other year to once a year for women o
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Medicare Asks Doctors, Suppliers and Home
Health Agencies to Help Ensure Accurate
7!?ayment and Simplify Requirements

ery  Medicare’s top official is sendingand other providers about proper
letters to more than 800,000 physiciangilling and other issues.

the age of 40 who are enrolled in Medicafeg hpliers and home health agencies 2. Testing new evaluation and

Medicare pays 80 percent of the approy
amount for a screening mammogram §

the patient must pay the remaining
percent.

Chance of Getting Breast Cancer, by Age
12
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40 50 60 70 80
Age

By age 40, a woman’s chances
getting breast cancer is 1 out of 233;
age 50, it's 1 out of 53; by age 60, it's
out of 22; by age 70, chances are it's 1
of 13; and by age 80, 1 out of 9. Resea
also shows that older women do n
recognize that advancing age is t
strongest risk factor for breast cancer, e
stronger than family history.

sking for their help in assuring thatmanagement guidelines that will
edicare pays correctly for theirreduce the burden on physicians while
services. ensuring fair and consistent medical

In the letters, Nancy-Ann DeParle review.

Administrator of the Health Care 3. Measuring and identifying
Financing Administration, cites somepayment errors for each Medicare
common payment errors and urgeslaims-processing contractor to better
doctors and other providers to prevertarget education campaign and other
such errors by providing adequatefforts at further reducing Medicare’s
documentation. payment error rate.

The letters are the latest step in the Although Medicare pays virtually
agency’s on-going efforts to payall claims correctly based on the
providers correctly while preventinginformation submitted, improper
waste, fraud and abuse in the Medicaggayments occur for reasons such as
program. insufficient documentation, lack of

Medicare’s payment error rate, asnedical necessity, and improper
estimated by the HHS Inspectorcoding by providers.
biGeneral, was 7.97 percent in Fiscal Since the Inspector General’s first
pyrear 1999—nearly half of the 14comprehensive audit, HCFA has taken
1percent estimate for Fiscal Year 19968nany steps to modernize Medicare’s
puthe first year of the audit. HCFAaccounting systems, to strengthen
'cbontinues to work to meet its long-oversight of the private companies that
Otrange Government Performancgrocess claims, and to ensure propel
'Review Act goal of 5 percent error ratgpayment for Medicare services.
®By Fiscal Year 2002. The letters were sent the first week
In the letters, DeParle highlightsin June to 660,000 physicians and

e
n
p

Women who would like more information abolit SOme of HCFA's on-going efforts, suchgroup medical practices, 140,000

breast cancer prevention, screening and treatn|
can contact NCI's Cancer Information Service at
800-4-CANCER or visit their Internet web site &
http://www.nci.nih.gov Medicare information is
available 1-800-MEDICARE (1-800-633-4227), ¢
at http://www.medicare.gov/.

neals: durable medical equipment suppliers,

1‘ 1. Requiring the private companiesind 9,000 home health agencies. Texi
‘that process Medicare claims tmf the letter is on HCFA's web site at
rimplement toll-free hotlines in the fallwww.hcfa.gov/medicare/mip/
to answer questions from physiciansfolettr.htm.
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The HCFA Health Watchs published monthly,
except when two issues are combined, by the Heg
Care Financing Administration (HCFA) to provide

timely information on significant program issues and

activities to its external customers.

Mission —We assure health care security hir

beneficiaries.

Vision — In the stewardship of our programs, we I¢&d

the Nation’s health care system toward improvedy
health for all.

GoaLs — Protect and improve beneficiary health &
satisfaction « Promote the fiscal integrity of HCHA

programs ¢ Purchase the best value health cara
beneficiaries « Promote beneficiary and pub

interest to improve health.
OgJecTivEs — Customer Services Improve

beneficiary satisfaction with programs, services &
RS Q

care * Enhance beneficiary program protectio
Increase the usefulness of communications

programs and services respond to the health care f&&

of beneficiaries.

Quality of Cares Improve health outcomes ¢ Improg
access to services for underserved and vulnerg

substandard care.
Program Administration ¢ Build a high quality,
customer-focused team ¢ Enhance program safeg
» Maintain and improve HCFA's position as a pruda
program administrator and an accountable stewalf
public funds ¢ Increase public knowledge of
financing and delivery of health care * Impro¥
HCFA's management of information system
technology.
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Message from the Administrator

NaNcy-ANN DePARLE

HCFA has taken a major forward step in its ongoing efforts to ensure that doctor
receive fair and accurate compensation for the essential services that they provide
more than 39 million elderly and disabled Medicare beneficiaries.

We are pilot-testing new, simplified documentation guidelines for physician visits.
After pilot-testing these simplified guidelines for evaluation and management services
HCFA will replace current ones.

As | advised doctors in #AMA article in June, "These guidelines are important
because a properly documented record is essential to good clinical care. It eas
communication and coordination among physicians and other health car
professionals.”

Proper documentation also ensures that taxpayer dollars are spent in accordar
with the law and that the level of services in a submitted claim was in fact the leve
provided.

Unfortunately, this has not always been the case. A congressionally mandate
audit of fiscal year 1999 Medicare claims by the HHS Inspector General attributec
$5.5 billion in improper payments to inadequate or non-existent documentation.

In 1995, working with the American Medical Association, we developed E&M
guidelines and updated them in 1997. But the results have not been satisfactory. Ma
physicians have told us that the 1997 guidelines were cumbersome to use in actt
practice. The 1999 IG report confirmed what many physicians already knew — we
needed better, simpler, clearer documentation guidelines.

That is why HCFA, including Center for Health Plans and Providers Director
Robert Berenson, M.D., Paul Rudolf, M.D., and Barbara Paul, M.D., went back to the
1995 version, which was more agreeable to the medical community to start ove
They had three goals in mind: simplify the guidelines; reduce the burden; and foste
consistent and fair medical review.

The resultis guidelines that seek to minimize "counting" — the need for physician:
to count elements of their services — and include a series of scenarios for physic
examinations and medical decision-making to assign an appropriate service level.

A second version, that also will be pilot-tested, focuses more on how physician:
make medical decisions and less on history and physical examination. This versic
involves little or no counting.

Throughout the testing process, HCFA will develop comprehensive educatior
materials to help physicians use the new guidelines effectively and efficiently. HCFA
plans to use a range of training approaches and materials during the pilot tests a
maintain an array of the most effective training options when new guidelines are pL
in place nationally.

HCFA will seek physician advice throughout the process and will make appropriate
changes based on the pilot tests' results, which should be available next year. Ne
guidelines could be in place as early as 2002.

Already HCFA has held a town hall meeting for further discussion and to get
feedback from physicians before moving into the testing phase.

Physicians helped develop these guidelines, and we want physicians to tell
whether the revisions being tested are, in fact, better for them in the real world of day
to-day clinical practice. Working together, we can have a simpler, clinically meaningful,
and non-intrusive approach to documentation that works for patients, the doctors wt
care for them, and taxpayers.
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| HCFA Promotes Eye
Selected Exams for People with
Health
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http://www.gao.gov/new.items/he00121t.pdf

Issues on the

DOD anD VA HEALTHCARE: JoINTLY BuyinGg AND MaiLing OuTt
PHarRMACEUTICALS CouLD Save MiLLIONS oF DoLLARS
T-HEHS-00-121, My 25, 2000

Stephen P. Backhus, Director of Veterans’ Affairs and Military Health Caf

Issues, discusses what the Department of Veterans Affairs (VA) and [
fense (DOD) have done and what more they could do to reduce drug pri
and dispensing costs. In Fiscal Year 1999, VA and DOD together sp
about $2.4 billion — or about 2 percent of all domestic drug sales — f
about 140 million prescriptions for veterans and for active duty and retir
military and their families. Recently, soaring drug costs have focused

Diabetes

A cooperative effort to increase the
dilated eye exam rate among Medicare
beneficiaries with diabetes has beer
launched by the Health Care Financing
Administration, the American Acad-
emy of Ophthalmology, and the
American Optometric Association.

or
ed
at-

tention on the merits of having the agencies procure their drugs jointly, /

and better manage their pharmacy operations.

http://www.gao.gov/new.items/he0096.pdf

WoMeN's HEALTH: NIH Has INCReASEDITS EFFORTSTO INCLUDE WOMEN IN RESEARCH
HEHS-00-96, 2%p. pLUs 5 APPENDICESOF 8 PP, MaY 2, 2000

In the 1980s, public health leaders and advocates drew attention to ine

~ The joint initiative seeks to raise
HWoublic awareness of the connection

ties in health research and the fact that particular women and minoritigsetween diabetes and blindness, an

were being excluded from research studies. Many of the major reseg
studies the National Institutes of Health (NIH) funded included only me
making it uncertain whether the studies’ results applied also to women

http://www.kff.org/content/2000/1574/\VoterGuide.pdf

Y our GuIDE TO HEALTH IssuesiN THE 2000 EEcTION

The League of Women Voters Education Fund and the Henry J. Kai
Family Foundation joined together in a nonpartisan public education i
tiative to inform citizens, stimulate dialogue, and give the public a great
voice in the health care debate. The two groups provide “Join the Debjg
Your Guide to Health Issues in the 2000 Election.”

Calendar of Events

The Public Appearance Office lists no appearance events betw
July 17 and August 18.

réfitack barriers — such as payment an

transportation issues — that prevent

- people with diabetes from getting
dilated eye exams.

People with diabetes are at an
increased risk for eye problems,
including blindness, and may need

b&featment even if their vision is normal.

IAbout 10 percent of the Medicare

€population has diabetes.

Ate. HCFA has identified diabetes as a
clinical priority area in which there is a
significant opportunity to improve the
quality of care provided to Medicare
beneficiaries in all states across the
nation.

Through its national network of
Medicare Peer Review Organizations,
who are committed to ensuring quality

denalth care for Medicare beneficiaries,
and in partnership with the AAO and

AOA, HCFA hopes to positively

See EXAM on next page
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EXAM from previous page
| . Ml Contracts
influence the quality of care received

N

by all Medicare beneficiaries witl

diabetes. _ . lue Cross and Blue Shield of Wisconsin to Replace
edicare has provided a series

new or expanded preventive health carlu€ Cross of California As Medicare Contractor

benefits since 1998, including o peaith care Financingworkload of Blue Cross of California,
mammograms, pap smears, coloreqtalyinistration announced on May 3,also known as Wellpoint.
cancer screening, bone mass measiiigog hat Blue Cross and Blue Shield ~As the replacement Part A contractor,
ment for beneficiaries at risk for yniteq of Wisconsin will replace Blue United Government Services will
osteoporosis and other bongsygss of California as the Medicare Parprocess claims for more than 300
abnormalities, flu and pneumonian contractor processing claims forhospitals, 1,100 nursing homes and othe
vaccinations, glucose monitoring a”fhospitals in California, Hawaii and institutional providers in the three states
education and training programs foiNevada, and for home health agencieand the Northern Marianna Islands,
diabetics. and hospices in eight western states. Guam, and American Samoa, serving
By law, regular fee-for-service Blue Cross and Blue Shield Unitedabout 4.3 million beneficiaries. Part A
Medicare may not cover refractivieof Wisconsin, which does business agsontractors, known as fiscal inter-
services — eye exams for eyeglassasnited Government Services ofmediaries, process claims for hospitals
— although some Medicare+ChoigeMilwaukee, will assume the currentand other providers under contracts with
managed care plans may offer them. HCFA, which runs the Medicare
Medicare does cover medical exams, program.
however, and this new program makes In cases of financial need, the Blue Cross of California, based in
it easier for diabetics to get regulaoptometrist may be able to waive th&’housand Oaks, Calif., notified HCFA
medical eye checkups. deductible and co-payment a Mediin May that it would terminate its
This campaign will provide care patient usually pays. M_edlcare claims processing contracts
information about the Foundation of Another barrier preventing with HCFA. The Blue Cross Blue Shield
the American Academy of Ophthal-Medicare patients with diabetes frgmAssociation, which serves as the prime
mology’s EyeCare America — receiving eye exams is lack ofcontractor for Part A claims processing
National Eye Care Project (NECP), dransportation. HCFA will address thjsWith local Blue Cross plans,
program that provides eye care fobarrier through its PROs. In so decommended the selection of United
Medicare beneficiaries age 65 andases, PROs may be able to ideniffpovernment Services. HCFA acceptec
older who have diabetes and who havetate or local community organization he Blue Cross Blue Shield Association’s
not had a medical eye exam in the laghat can provide transportation to eyéecommenc:atlodn' . d United
three years. appointments for Medicare beng- HCF;A;SO. e3|gnatti U”'t? Gov-
NECP matches qualifying persondiciaries. ernment Services as the replacemen
: o M . o : regional home health intermediary to
with a volunteer opthalmologistintheir ~PROs will inform Medicare :
; o , .l process claims for more than 700 home
area who has agreed to provide heneficiaries of AAQ’s and AOAY ealth agencies, as well as hospices, i
comprehensive medical eye exam anprograms through a series of postc (%Iaska, Arizona, California, Hawaii,
up to one year of foIIovy-_up care by theand l_Jr_oc_hures sent to qualityi Y1daho, Oregon, Nevada, Washington anc
physician for any condition diagnosedbeneficiaries. The project also featuteg o ihree Pacific territories.
at the initial exam, with no out-of- a national media campaign including " eaith care for seniors and disablec
pocket expense to the patient, based ¢adio and television public servidepegple will not be affected by these

O

197

guidelines in an Office of Inspectorannouncements. changes. Providers can be assured th
General advisory opinion (OIG AO 99-7). » claims will continue to be paid promptly.
Medicare diabetes patients ma);:o-leam_mgxe-.about the joint AAO/AOA/HCF. ] United Government Services will

. . . Diabetes Initiative, beneficiaries may call 1-8 . . . . 3
also qualify for help in receiving an eyegg; 9167 For more information aboJlt NECP, theyMaintain offices in Camarillo and Oak-

examination by calling AOAs DiabeteSmay call 1-800-222-EYES (1-800-222-3937) 24land, Calif., the location of the current
Hot Line. This program matcheshours a day, seven days a week. AOAs DiabgteRledicare operations of Blue Cross of
patients with a participating optometristoLHne 15 1:800-262-3947. Operators are awile5jifomig,

! . ble from 6:00 a.m.-6:00 p.m. Eastern Standar . .
in their area who has agreed to perforfime monday through Friday. The transition to United Government
a dilated eye examination and provide Services will be completed by December

or arrange for subsequent care. 1, 2000.
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New York Selected to The northeastern region DMERCcases, beneficiaries enrolled in the
. serves the states of Connecticut, Delgrivate fee-for-service plan will pay less
Process Medicare DME ware, Maine, Massachusetts, Newio see a doctor than under original fee
Claims in the Northeast Hampshire, New Jersey, New York for-service Medicare.
Pennsylvania, Rhode Island and The Sterling Option I plan will
Blue Cross and Blue Shield ofVermont. Approximately 8.1 million furnish enrollees with coverage of all
WesternNew York, operating as Medicare beneficiaries reside in thisMedicare Part A and B services, and ir
HealthNow NY, will replace United area. addition will provide worldwide emer-
Health Group as the Medicare The transitionto HealthNow NY is gency care and coverage of increase
contractor processing durable medicsgxpected to be completed byinpatient hospital days. Providers who
equipment claims for the northeastereptember 30, 2000. choose to provide care to beneficiaries
section of the country. enrolled in a private fee-for-service plan
HCFA has established four durablegZ i i will be paid on a fee-for-service basis
medical equipment regional carrier%lr.st Medlcare+Ch0|_Ce by the plan, and are not subject to
(DMERC) which process claims for rivate Fee-for-Service ilization review.
durable medical equipment, prostheti The Sterling private fee-for-service
devices, prosthetics, orthotics and othg? lan Approved plan will be available in Alaska, Idaho,
supplies provided to Medicare A request by the Sterling Life Kentucky, Minnesota, Nebraska, New
beneficiaries across the country.  |nsurance Company to offer the firstMexico, Nevada, Oregon, South
HealthNow NY currently holds the private fee-for-service health planDakota, Tennessee, and Utah. It will
contract for processing Part B Medicargption for people with Medicare, &S0 be offered in selected counties ir
claims for western New York and hasyhich will be available in 17 states, Arkansas, Louisiana, Mississippi, Ohio,
Medicare operations in Binghamtonwas approved by the Health Carel€*as and West Virginia. The Sterling
New York. Financing Administration recently. ~ Plan will be offered primarily in rural
HealthNow NY will maintain The new Medicare+Choice plan@réas where Medicare+Choice options
DMERC offices in Nanticoke, Pa., andill be available to beneficiaries have not been widely available.
Meriden, Conn., where United Healthheginning in July. Medicare
Group is currently located. HealthNowpeneficiaries who choose to enroll inHMQO Plan Offered to
NY has aSSUI‘ed_HCFA that it will makethe new private fee-for-service plan’M d B f . .
every effort to hire qualified Medicare sterling Option I, will not be restricted | VI €dICAre BENETICIAres

employees from United Health Groupo a network and may get health car¢n Five Florida Counties
as it assumes this work. services from any provider in the

United Health Group, formerly country who can be paid by Medicare. The Health Care Financing
known as United Health Care, advised A private fee-for-service plan is a Administration approved on May 25,
HCFA in February of its decision to endprivate insurance program that charge2000, a request by America’s Health
its participation in the Medicare fee-enrollees a premium and cost-sharin@hoice Medical Plans Inc. to offer
for-service program to concentrate ommounts and lets beneficiaries choosmanaged care coverage to Medicare
other business priorities. the providers they want to see. In mosbeneficiaries in five South Florida

counties.

See CONTRACT®n next page

Congress created Medicare+Choice in the Balanced Budget Act of 1997 to expand the types of health care options av
to Medicare beneficiaries. As part of Medicare+Choice, Medicare now offers new preventive benefits and patient protectio
well as a far-reaching information program that includes a national toll-free phone number — 1-800-MEDICARE (1-800-¢
4227) — an Internet site — and a coalition of more than 200 national and local organizations to provide seniors morennform
Medicare+Choice and private fee-for-service plans are available where private companies choose to offer them.

Currently, about 6.5 million Medicare beneficiaries — out of a total of nearly 40 million aged and disabled American:
have enrolled in Medicare HMOs. Original fee-for-service Medicare, currently chosen by more than 33 million beneficiarie
available to all beneficiaries.
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CONTRACTSfrom previous page

America’s Health Choice Medicé
Plans, based in Vero Beach, Fla., be

enrollment this past May to serve
Medicare beneficiaries starting on July|1

The plan will be offered to beneficiarie
throughout Indian River, Martin

HCFA HeaLtH WAaTCH July 2000

Commander Fay E. Baier, R.N., Is the

| Recipient of PHS’ Outstanding Service Medal

an . : :
J Commander Fay E. Baier, nurse consultant with the Seattle Regional Off

received the U.S. Public Health Service’s PHS Outstanding Service Medal
BSfeadership and management responsibilities in carrying out HCFA's missior

assuring that high quality, fiscally prudent medical services are provided to Me
| care beneficiaries. During an awards ceremony in Seattle on May 4, 2000, |

Okeechobee and St. Lucie countie$

and southern Brevard Count
including the cities of Fort Pierce, Pd
St. Lucie, Sebastian and Vero Bea
About 113,000 Medicare beneficiarig
live in the plan’s newly approve
service area.

HMO Plan Expands to

Medicare Beneficiaries| :

in Portage County, Ohio

-

Y Deputy Surgeon General Kenneth Moritsugu presented the award to Comma
rBaier.
ch

Over the years,
Commander Baier has
consistently maintained
performance above and
beyond the requirements
of her assignments.
Commander Baier beg an
her HCFA career in the
Seattle Division of Clini-
cal Standards and Quiality,

o D

A request by HomeTown Heal

Plan to expand managed care coverpy,
to Medicare beneficiaries in Portage =
County, Ohio, was recently approvec

by the Health Care Financi
Administration.
The plan, which does business

Secure Care, will continue to serye’
beneficiaries in six counties in the

Akron-Canton area, including Holme
Medina, Stark, Summit, Tuscaraw
and Wayne. HomeTown begé
operating as a Medicare HMO in 199

Explore
www.medicare.gov

making valuable con-
tributions to the Peer
Review Organization
program and the End-
1 | Stage Renal Disease core
Photo by David Haffie Indicator project. Com-

Congratulations. (Left to Right): John Hammerlund, HCFA Deputymander Baier became

afegional Administrator, Seattle; PHS Deputy Surgeon General Kgppyolved with the Medi-
/ eth Montsugu; Commander Fay Baier; Richard B. Lyons, M.D., P}—Eare Part B medical

Regional Health Administrator; and Richard Kelly, DHHS Regional’ =", .
Director, Seattle. review program in 1995,

S, and she has representec

Ashe region on a regulation writing team for the Medicare Integrity Progra

incoordinated with consortium partners in managing medical review activities

7six states, and facilitated developing medical review policies for 11 states in
Western Consortium.

Commander Baier has guided the Idaho Medicare Part B carrier in dea
with several unprecedented issues involving the Balanced Budget Act physit
private contracting “opt out” provision and interpreting HCFA medical polic
She served as regional coordinator for the Correct Coding Initiative (CCI) si
inception of the program in 1997. Commander Baier collaborated with other
components to study the effect of Medicare payment policies in relievi
inadequacies of rural health care, specifically, the status of Medicare’s provis
of bonus payments to physicians in PHS-designated health professional sho
areas. She has participated in PHS responses to emergency medical ne
1995 in the British Virgin Islands after Hurricane Marilyn and in 1999 at Fc
Dix to provide health care to Kosovo refugees, demonstrating her commitrr
to improving health care to needy populations.

Commander Baier's outstanding leadership abilities have resulted in
identification and recovery of millions of dollars in inappropriately claime
Medicare funds and the improvement of Medicare claim processing system

h

g

Article was contributed by Debborah Kozak, Chief of the Seattle RO’s Program Integrity Branch, Divis
of Financial Management.
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www.medicare.goimproved Web Site Design
Makes Medicare Information More Accessible

Medicare has added new and expandeslon awards for comprehensive content
information about Medicare benefits,one of the Web sites providing informatig
nursing home staffing levels, health plarofinterest to older adults. The site avera
options and other topics to its popular7 million hits and 1.3 million page view
www.medicare.goWeb site. The changes per month.
are part of a major redesign to make the HCFA's Web site contains usefy
Web site faster and easier to use. information for people with Medicare ar

The award-winning Web site, createdanyone involved in helping them with the
by HCFA, now health care
includes more decisions.
features anc Ryww.medi
information care.govis

“These improvements tmedicare.govepresent
HCFA's latest commitment to help consumers ma
more informed health care decisions. Older

tailored to meel aAmericans, their friends and their families are ~ Uniduely-
the needs of the ta55ing into Web like never before.” designed to
growing num- —NancY-ANN DEPARLE prov '.d €
ber of older HCFA Administrator customized
online users a: comparative
well as family information

members and others who help them makabout Medicare+Choice plansi¢dicare
their health care decisions, including:  Health Plan Compane nursing homes
A new site design that makes it easiefNursing Home Compayesupplementa
to find, read and print online informationinsurance policies for people wit
about Medicare, including information onMedicare Medigap Comparg local
health plan options; events where Medicare is the tofdio¢al
» New information about the numberMedicare Events and resources fo
of plan members who have disenrollecadditional informationiielpful Contacts
from their Medicare+Choice plans. This  “The latest upgraded site improvs
information is compiled by HCFA and will ments include easier-to-access hea
be updated annually; related information,” DeParle said. “I
« New staffing information for nursing addition, the new technologies we g
homes across the country which includessing means that the page will load fas
the number of registered nurses, licenseidr people who use their telephone lin
practical or vocational nurses and certifiedo access the Internet, helping them mg
nursing assistants in each nursing homdaster through the site.”
and “The updatedvww.medicare.goWeb
« An improved screen reader thatsite also gives people with Medicare
allows people with visual disabilities to listing of activities and meetings they c:
access the Internet. This tool allows reade@stend in their communities to learn mg
who have screen reader capabilities tabout their Medicare,” said Carol Croni
“hear” the words on the screen. Director of HCFA's Center for Beneficiar
The latest Medicare Current Bene-Services. “Right now, there are more th
ficiary Survey showed that Internet acces6,000 activities all around the count
among people with Medicare who are 6osted on the local Medicare ever
and older has skyrocketed from 6.8 percertatabase.”
in 1997 to 21.3 percent in 1999. In HCFA originally launchedvww.
addition, industry figures on Web usemedicare.gown 1998. Itis one part of th
indicate that people over the age of 5@éomprehensive National Medicalf
represent the largest and fastest growinigducation Program that also includes {
population on the Internet. They areMedicare & Youhandbook; 1-800
increasingly usng computers and thdMEDICARE (1-800-633-4227); HCFAS
Internet to search for information on vitaltoll-free telephone line; and partnershi
issues like health care. with local and national organization

Payment Rates to Increase
For Acute Care Hospitals

The Health Care Financing
isdministration, using payment change
nformulas established by budget laws in
jek997 and 1999 recently said most acute
s care hospitals will receive a 2 percent

increase in payment rates in Fiscal Yeal
[ (FY) 2001.

d The proposed rate increases are
ircontained in a proposed rule that was
published on May 5 in tHeederal Register
followed by a 60-day public comment
period. The rate changes are based on

formula enacted into law.

The regulation updates prospective
payment system (PPS) rates for acute car
and specialty hospitals for the next fiscal
year. The final rule is expected to be issue
by August 1.

The Balanced Budget Act of 1997
specified an increase in FY 2001 of 1.1
percentage points less than the projecte
growth in the inflation rate for goods and

h services purchased by hospitals, known a
the market basket. The increase in the F)
2001 market basket is estimated to be 3.:
r percent for hospitals paid under PPS.
The proposed payment rate change:
p-equal 2 percent for most acute care
throspitals participating in Medicare and
npaid under Medicare’s payment system.
reHowever, the Balanced Budget Refinement
teAct of 1999 specified that hospitals
esdentified as the only provider of acute
vieospital services for a geographic area ar
to receive an increase equal to the marke
basket, a proposed change of 3.1 percen
dJnder PPS, Medicare pays hospitals ¢
apredetermined amount for each Medicare
repatient discharge based on the patient®
n,diagnoses or procedures. Hospitals in large
y urban areas with a population greater that
alone million receive slightly higher payment
ryrates than hospitals in other urban and rure
tareas.

The proposed FY 2001 payments to
hospitals reflect the annual update to the

b wage index levels, calculated on the basi:
eof FY 1997 wage data from short-term,
hacute care hospitals. HCFA also is
proceeding with the second year of a five-
year phase-out from the wage index
psalculation of costs associated with certair
s

www.medicare.gowyhich has already across the United States.

See INCREASEN next page
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_ N _ New Regulations/Notices
teaching physicians, residents afnc

certified registered nurse anesthetigts.

These costs are paid by Medicare sferogram Medicare Program; Prospective  implement applicable statutory requirements,
arately from PPS. Payment System and Consolidated Billing including a number of provisions of the
The proposed regulation does rofor Skilled Nursing Facilities—Update Medicare, Medicaid, and State Children’s
expand the scope of the post-acytfHCFA-1112—-P]—Published 4/10 This Health Insurance Program Balanced Budge
transfer policy enacted by the Balang] groposed rule sets forth updates to the paymeRefinement Act of 1999 (Public Law 106-113);
Budget Act of 1997. This policy reducgsrates used under the prospective paymemind implement changes arising from our
payments for hospital discharges fr ystem (PPS) for skilled nursing fauhna;conp_numg experience with f[he system. In
one of 10 diagnosis-related grou SNF_S_), for Fiscal Year 2001. Furthermore, |1add|t|on, mtheAddendumtothls proposed rule,
(DRGs) to a post-acute care facility su I.zpemflcally proposes changes to the SNF/PPISCFA is describing proposed chan_ges to the
S . . ase-mix methodology. Annual updates to themounts and factors used to determine the rate
as a rehab”.lt.atlon hospital or a Sk_'” dPPS rates are required by section 1888(e) é6r Medicare hospital inpatient services for
nursing facility. Congress authorizgdine gocial Security Act, as amended by theperating costs and capital-related costs. Thes
HCFA to expand the covered DRGSvedicare, Medicaid and State Children'schanges would be applicable to discharges
beyond the current 10, beginning in FYHealth Insurance Program Balanced Budgetccurring on or after October 1, 2000. HCFA
2001, but HCFA has decided not [oRefinement Act of 1999, related to Medicards also setting forth proposed rate-of-increase
expand the policy at this time beyond thepayments and consolidated billing for SNFslimits as well as proposed policy changes for
current 10 DRGs. In addition, this proposed rule sets forth certaitmospitals and hospital units excluded from the
The proposed FY 2001 rate-of-conforming revisions to the regulations that ar@rospective payment systems. HCFA is
increase limits on target amounts paid| t§ecessary in order to |mplement amendmenmoposmg changes to the pohcpas governing
specialty hospitals excluded from PPS adg to _theAct by section 1()3 ofth'e Medicarepayments to hospltals fo_r the direct costs of
based on the increase in the market ba: dicaid and State Children’s Healthgraduate m_edlcal education and payments t
. . surance Program Balanced Budgetlisproportionate share hospitals, sole
for these hospitals, currently eStlmat.e efinement Act of 1999. community hospitals, and critical access
3.1 percent. These 3,400 specialty hospitals to implement changes made by Public
hospitals and hospital units includewedicare Program; Changes to the Hospital Law 106-113. Finally, HCFA is proposing a
psychiatric, rehabilitation, long-term carg,inpatient Prospective Payment Systems and new condition of participation on organ, tissue,
cancer and children’s facilities. Change#iscal Year 2001 Rates [HCFA-1118-P] — and eye procurement for critical access
in the target amounts for these hospitalBublished 5/5. HCFA is proposing to revise hospitals that parallels the condition of
would range from zero percent to 3.1the Medicare hospital inpatient prospectiveparticipation that. HCFA pre_zv_iously publis_hed
percent, depending on the relationshifayment system for operating costs tdor all other Medicare- participating hospitals.

between the hospital’s or unit’'s actug — — ——-——————————————————
costs, and its predetermined target amgui@orrection

for the most recent available coSt-  inthe article “Contractors Selected to Process Medicare Part B Claims in Five Statesle@iing\Vatch,
reporting period. the 7th paragraph reads: “Following United Health Group’s decision to leave the program, HCFA selected Er
Blue Cross and Blue Shield to process Part A claims in Michigan.” The statement should have read: “Follo
United Health Group’s decision to leave the program, HCFA selected Empire Blue Cross and Blue Shie
process Part A claims in New York and Connecticut, and United Government Services to process Part A clai
Michigan.” An editor stopped at the first Part A in the original. When he resumed work, he searched for Pz
again and inadvertently read from the second Part A. We apologize for the error.
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